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A lternate Pow er Source (A PS) is taking th is opportunity to  com m ent on the five restructuring proposals
subm itted to  the D epartm ent (M D PU ), pursuant to  para. 2  A rtic le  III, N O I/R ulem aking, in  the D epartm ent's
O rder C om m encing N otice o f Inquiry/R ulem aking and Setting A  P rocedural Schedule dated M arch 15, 1996.  W e
are also  enclosing fifteen  cop ies of the com m ents contained  herein .

A s a broker that has represented  the custom er side ever since restructuring w as in itiated  by the departm ent
on February 10, 1995 in  M D PU  95-30, pursuant to  "N otice of Inquiry  and O rder Seeking Com m ents on E lectric
Industry R estructuring", A PS has had an ongoing interest in  the evolution and ultim ate reso lution of how  best to
im plem ent a fu lly  com petitive m arket for energy sales and services.  W hile p leased  that a num ber o f the
respondents attem pted to address, and have understood, that a com petitive m arket is inevitab le, they continue to
put too m any conditions on its outco m e.  O f a ll the approaches, A PS believes that the D O E R 's is the m ost
reasoned, sensitive to and  m indfu l o f the needs of the consum er.  A PS is a lso cognizant of the D O E R
Com m entary on R estructuring Proposals issued on June 19, 1995 w herein  it stated that "A  com parative analysis
of these utilities' proposals indicates that th is d iffering em phasis and detail m ask w hat is in  fac t a  rem arkable
sim ilarity ."  This is s til l the case.  H ow ever, w ith in  those sim ilarities there are a range of attitudes w hich w ill
u ltim ately  bear heavily  on  a ll partic ipants.  W hile  M ass. E lectric  and  E astern E dison  at least accept the notion  that
a restructured  industry is in  the best in terest of all and  should  be attained  by the January 1, 1998 target date of the
D epartm ent, the B E CO  filing does not co incide w ith  D epartm ent's tim etab le and  w ill result in  a delay for fu ll
im plem entation  beyond the January 1 , 1998 date .  B E CO 's tim etable proposes in itiating reta il cho ice in m id 1998
w ith full im plem entation  in the year 2000.  (F ig . 4 - D PU  96-23)  T his does not reflect the D epartm ent's schedu le .
T he W M E CO  proposal is at odds w ith the departm ent's idea that a  fully  com petitive m arket is necessary to serve
the broader interest of the pub lic . T o  quote W M E CO :  "A t present there are too  few  of the critica lly  needed
build ing b locks in  p lace for a sm ooth  transition  to  an  effective retail m arket in  w hich  the trad itional franch ise of
com panies such as W M E CO  is rep laced  w ith  m ultip le m arketers."  (B .M . Fox testim ony - p . 3).  A s a m atter of
fact, W M E CO  states that its "proposed restructuring plan ...is an enhanced version  of its "Path to a  Com petitive
Future ,"  which w as subm itted in D PU  95-30 back in M arch 1995.  (B .M . Fox testim ony - p . 3).  W e w ill touch
upon the W M E C O  respo nse in  m ore detail, but suffice it to  say, it is not responsive w hatsoever to  the
D epartm ent's O rder to  Com m ence Investigation and set forth  princip les for a restructured industry.  It appears
that voluntarism , as the driv ing force behind  the D epartm ent's efforts, m ay fa ll short in this case .

A s the basis for our review , com m ents , and  analysis of the five proposals, w e believe that the D O E R
P roposal should serve as the m odel against w hich  the other four proposals are m easured .  It draw s as  c lear a
p icture as is necessary to  restructure, and proposes a  pathw ay and tim e-fram e w hich can be accom plished w ith in
the D epartm ent's restructuring goals w ithout undue hardship being placed upon  the consum er and other
stakeholders.  A ccordingly, we ascribe to  the D O E R  "P lan to  D eregu la te  E lem ents of the E lectric Industry in
M assachusetts," also  know n as "Pow er Choice."  B efore proceeding w ith  our com m ents w ith  regard to  the specific
industry restructuring plans of each com pany, there is a  com m on thread to their w ork w hich w e believe w ill h inder
the D epartm ent's efforts in achieving a "target date for a ll e lectric  com panies to im plem ent reta il cho ice no later
than  January 1, 1998" (p . 8 - D PU  96-100 G eneral Proceed ing - N O I/R ulem aking issued  3/15/96).  T he
inevitab ility of restructuring resu lting in  a com petitive  m arketp lace appears to  be a  given and accepted  by a ll parties.
It is evident, however, the utilities w hile advocating an  open m arket doctrine are attem pting to  delay or postpone
the im pact for several years.  In  the in terest of econom ic effic iency, the M D PU  m ust not allow  th is to  happen .

T he rem ain ing key issues to  be reso lved center on questions of stranded investm ent.  G iven a reasonable
am ortization period (A PS proposes 10 years) and som e custom er/shareholder cost sharing, m ost reasonab le parties
w ould focus on  a final determ inant of stranded investm ent to be in the $0.01 to $0.02/kw hr range.

A PS urges the M D PU  to  not allow  the d iscussions regard ing stranded costs to  appreciab ly delay the
econom ic savings that w ill im m ediately accrue from  an open and com petitive m arketp lace.  To allow  unnecessary
delay w ould be to  advocate econom ic w aste in  the h ighest order - som eth ing M assachusetts can ill afford .  Should
stranded cost discussions potentially  delay any proposed p ilo t program s or transitions in  early 1997, A PS suggests
the M D PU  allow  the process to  begin  by approving provisional b illings by the utilities at the rate of $0.01/kw hr
for stranded investm ent, sub ject to future retroactive adjustm ent to custom er b illings once the regulatory review
process is com pleted and a final determ ination  of cost is m ade.  A ny added or returned costs could be recovered
or returned  via a  surcharge or cred it sim ilar to  that used in  past fuel clause filings.

In  addition , A PS feels the fo llow ing areas w hich the M D PU  has requested responden t focus on , w ill
u ltim ately  prove to be a hindrance to accom plishing a fully  com petitive m arketplace unless addressed properly :

(1) m arket structure
(2) m arket pow er
(3) transm ission
(4) stranded  cost
(5) transition
W ith  respect to :

(1) M arket Structure  
E ach of the partic ipants ta lks about functional unbund ling or restructuring as a  m atter of cho ice and  as
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reflective of the D epartm ent's desires (p . 16 - M D PU  - 95-30 Investigation).
W hile w e are m indfu l of the D epartm ent's desire to  keep an  ongoing d ialogue in  order not to  delay the

introduction of com petition, w e be lieve  that functiona l separation of the  industry  w ill do just that, keep out
com petition .  The very reason which  the D epartm ent cites for its cho ice should  have led  to  an  opposite conclusion ,
that is, choosing d ivestiture .  In  the D epartm ent's w ords, "the functional separation ...is a  necessary first step  to
address m arket power issues and lim it a  C om pany's ability  to  provide itself an  undue advantage in  buying or selling
services in com petitive m arkets" (p. 19 - D PU  96-100).  U nder functional separation , these m arket pow ers w hich
exist today w ill continue to  ex ist.  T he D epartm ent has stated  that "N ew  E ngland E lectric System  and N ortheast
U tilities operate substantive in trastate electric ity transm ission lines on north-south and east-w est axes" (p . 5 - D PU
95-30).  Furtherm ore, E astern E dison  has stated that "the b ig three control over 70%  of the M assachusetts m arket
and N ortheast controls over 68%  of uncom m itted generation  capacity  (p. 8 - T estim ony).  This substantia l m arket
pow er w ill rem ain  in  the hands of the existing few  w hich w ill stifle  the D epartm ent's goal to introduce a
com petitive power m arket.  It is a red  light (ST O P sign).  It does not purport to  the D epartm ent's stated  goal for
the Future E lectricity Industry (p .i. - D PU  95-30) or w ith  the  D epartm ent's statem ent that "long-term  cost
reductions w ill be ach ieved  m ost effectively by  increasing com petition  in  the generation  industry...thereby allow ing
m arket price to  p lay the princip le ro le in  organ iz ing e lectric ity supply for all custom ers (p . 2 - D PU  95-30).  T he
D epartm ent has rightly  stated that "the cost of e lectric ity  in M assachusetts is higher than  the D epartm ent believes
can  be ach ieved ...A PS believes that...a llow ing m arket forces to  operate...are the m ost effective m eans of...low ering
the costs...."  (p . 13- D PU  95-30); and the concentration  and continuation  of m arket pow er w ill not be dim inished
through functional re-organization .  It m ust be rem em bered that so  long as one entity contro ls all the parts, it is
in  h is/her best in terest to  do w hatever is necessary to  m axim ize to tal profits .  T he  D O E R  has elegantly and
convincingly pointed out those sam e points in  its "Pow er Choice" P lan (p  23ff).  W e jo in  w ith  the D O E R  on th is
issue.  W e ask you to  reconsider your position  and ro le in  favor of actual d ivestiture.  T h is w ould  level the p laying
fie ld  for all in terests, particularly the consum er.

(2) M arket Pow er  
M arket pow er and m arket structure are m utually  inclusive of each other.  It is the concentration  of m arket

pow er that determ ines the m arket structure.  The greater the concentration  of m arket power the m ore rigid  the
structure  and the less likely  a com petitive m arket w ill evolve.  A PS has talked about m arket pow er in  (1) above but
it is notew orthy to point out that tw o of the three m ajor utilities never m ention  m arket pow er w hile  N E E S pushes
it to the side by stating that transm ission  access and a standard offer contract are suffic ient checks to m arket
pow er.  H ow ever, even N E E S adm its that "N U  has 35%  of all regional capac ity"  (p . 119 - N E E S T estim ony).
O nly Eastern Edison  adm its that there is an undue concentration  of m arket pow er, undue dom ination  by to few
suppliers, and that their m arket pow ers ex ist even  beyond the boundaries of M assachusetts.

(3) T ransm ission   
E ach of the utility  partic ipants favors the continuation  of N E PO O L in one shape or another.  W e believe

that it is not possib le for N E PO O L to be an independent system  operator that is totally independent of those
w hich  helped  create it.  M ost independent energy suppliers a re uncom fortab le w ith  an  organ ization  that has, and
is believed  w ill continue to  be, dom inated  by those few  w ho contro l the m arket in  N ew  E ngland .  A nd, so  long
as true independence is not ach ieved , a  tim e consum ing, costly po licing function w ill be required to  ensure self
dealing and pressure tactics do not occur.  The fact that N E PO O L p lus m em bersh ip  is a requ irem ent in  som e
plans sim p ly co nfirm s our suspic ions about "even handedness."   N one of the four utility  plans has m ade a
convin ing case to  m aintain  N E PO O L under its existing um brella .  T here is no  need  to  rem ind outsiders that the
ob ligations and loyalties of N E PO O L m anagem ent run  deep, and so do their roo ts.  T he D O E R  "Pow er Cho ice"
P lan is a  reasoned approach and allays our deep concerns about the fairness of th is organ ization tow ard
independent m arkets.  Furtherm ore, A PS supports the leasing of a ll transm ission  facilities to an independent entity .
T his w ill a lleviate  fears o f vertica l m arket pow er, particularly  w hen N E E S and N ortheast control m ost of the w ires
into and out of N ew E ngland.

(4) Stranded Cost  
W e support the ten  year w rite off position  but are concerned w ith  the substantia l access charges of the

utilities.  T hose charges w ill continue to leave the state as a  high cost e lectric ity  consum er, a  position  in from  w hich
the D epartm ent has specifica lly  distanced itse lf.  (In our w ritten response to the D epartm ent on  M arch 31, 1995
under its N O I on  E lectric Industry R estructuring in  D ocket D PU  95-30, w e proposed to  "sp lit the w rite off
betw een custom er and shareho lder.  In fa irness to a ll, A PS believes that there w ill be som e im pact but the burden
should be shared."   T he N ew  H am pshire Public  U tilities Com m ission  has a lso  taken  this position  in its F inal
G uidelines on the R etail Com petition  P ilo t Program .  Furtherm ore, N atural G as Industry R estructuring under
FE R C O rder 636 used  the sam e princip le in  a llocating stranded costs betw een custom ers and shareho lders.  T he
consum er has been overpaying for a  num ber of years due to questionable investm ent decisions and operational
ineffic iencies.  If a  true up w ere to be m ade, one could find that the "add  o ns"  o r access charges m ade to date
w ould m ore than com pensate the electric franchise  holder.
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(5) T ransition
B oth B E CO  and the D O E R  have suggested  p ilo t p rogram s as a  m eans to  transition into  fu ll retail access.

O ur com m ents on the B E CO  R eal T im e P ricing p ilo t is as fo llow s:

! A  true reta il access p ilot requires com petition !!  T he p ilot does not introduce rea l com petition  as proposed
w ith full reta il access.  T he p lan ho lds the custom er captive to B E CO  on ly .

! T he plan reflects hourly pricing as predicted by B E CO  one day in  advance, m any custom ers A PS deals
w ith  do not have the ab ility to  load shed to  a degree necessary to  realize any substantial savings from  th is
p ilo t.  W e believe th is does not provide custom er choice  or savings.

T he D O E R  transition p ilo t proposes that 10%  of the custom er base be allow ed retail access on January
1, 1997.  A PS fu lly supports th is proposal and w ould suggest that the percentage be increased to  25%  or possib ly
phase in the custom er base from  0 to 100 percent over the year 1997.

F inally , som e com m ents perta ining to each of the utility  restructuring plans that are not included in the above 5
item s:

N E E S
O verall w e read of their w illingness to go "fast track" but are  concerned w ith  the condition it p laces to

ach ieve its desired  goals.  I ts  s tandard  offer w ith  fixed  or capped prices sends the w rong signal.  Prices w ill not
necessarily  m irror the m arket nor w ill it be an inducem ent to shop elsew here.  Its cost a llocation  argum ent betw een
generation  and transm ission  on P . 18 of its testim ony appears to  be a form  of cross subsid ization .  Th is is the kind
of sh ifting that the D epartm ent should be very w ary of.

B E C O
T heir phase in is of concern.  Its sim ulation  of an hourly  m arket price does not necessarily  reflect a  free

m arket price .  O nly through a broad base of buyers and se llers com peting and/or negotiating w ith or against each
other can a m arket price be  determ ined.
T heir full phase in doesn't occur until after the D epartm ent's January 1 , 1998 target date .
T hey do  not fully  unbundle prices until m id 1998 and w ill not a llow  full phasing in of reta il cho ice until the year

2000 (end of phase 2).
C T heir cost allocation  treatm ent in  transm ission  ratem aking leaves too  m uch room  for cross-subsid ization .

W M E C O
A s w e've stated above, they are not responsive to the D epartm ent's order to provide a  restructuring plan

in  w hich  "the target d ate  for all electric com pan ies to  im plem ent retail choice  is set at January 1, 1998 ."  A s a
m atter of fact, the ir p lan is a m odified "rate  case  filing"  o ver a  five  year period (starting date :  unknow n).  O ur
particular com m ents are :
It continues to insist on regulation rather than deregulation (Fox - p . 23).
It argues to keep things as they are  (Fox - p . 25).
It ta lks in  m ystical term s about "critically  needed build ing b locks" and "testing custom er choice" (Fox - p . 3).
C It insists that change w ill occur through listen ing and try ing to  accom m odate (Fox - p . 1). w hile
It insists that its p lan is a version of that subm itted in  the  first round.
It ta lks about rate  design (Fox - p . 3) and,
It po inted ly urges the D epartm ent to  recognize that industry restructuring is not a "quick fix ' for relatively h igh

e lectric ity  prices (Fox - p . 8) and,
It won 't go  forw ard  unless the m yriad of issues are  reso lved first (Fox - p . 25).

W e can go on but w e believe that w e've m ade our point. T he D epartm ent's stated goal encom passed in
D PU  95-30, issued  on 8/16/95, is irrevocab ly  at odds w ith  the W M E CO  position .  It states that:  "T he
D epartm ent finds that the interests of ratepayers w ould best be served by an expedient and orderly transition ...
in  order to  bring to  ratepayers the  benefits o f com petition as quickly  as possib le" (p . ii).  There  is clearly  no nexus
betw een the D epartm ent's in tent and W M E CO 's desires.  A nd there is no need to rem ind the D epartm ent that,
" ... it is im portant that m ovem ent tow ard  a new  industry structure proceed  w ithout undue delay.  Therefore, the
D epartm ent is unw illing to a llow  negotiations to continue indefinite ly ."  (p . 49 - M D PU  95-30, 8/16/95) is an edict
w hich  m ust be acted  upon.

E astern  Edison Com pany
O verall, they have gone m ore than halfw ay in  proposing this p lan .  H ow ever, we believe that:

Fossil and  hydro  un its should  be included in  net standard  cost evaluation .
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A lthough ideal, it is not feasible  to ins ist that a ll of N ew  E ngland open up before being required to open its system
to retail access.

C U niversal service/standard offer rates should not be priced at curren t levels but at spot m arket rates.

D O E R
A PS favors their proposa l and  strongly recom m end that its plan serve as the m odel for w hich further

restructuring efforts are undertaken .  It encom passes all the D epartm ent's goals and aim s in  an  exped itious and
equitab le m anner for all of the stakeholders in  the process.
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